
DATE: JANUARY 25, 2013 AGENDA ITEM 6

TO: THE LOS ANGELES GRAND AVENUE AUTHORITY

FROM: DAWN MCDIVITT, COUNTY OF LOS ANGELES, CHIEF EXECUTIVE 
OFFICE, MANAGER
JENNY SCANLIN, CRA/LA, A DESIGNATED LOCAL AUTHORITY,
REGIONAL ADMINISTRATOR

SUBJECT: GRAND AVENUE PROJECT – PHASE I (PARCEL Q) SHORT TERM 
COMMENCEMENT OF CONSTRUCTION EXTENSION

IT IS RECOMMENDED THAT THE AUTHORITY:

Approve a second amendment to the Amended and Restated Letter Agreement Re:  
Revised Phase I, Parcel Q Schedule of Performance and Certain Waivers Under the 
Disposition and Development Agreement and Ground Lease, in order to grant a short 
term extension requested by Grand Avenue L.A., LLC (“Developer”) with respect to 
Commencement of Construction of Phase I.

BACKGROUND INFORMATION:

In February 2011, the Authority approved the First Amendment to Amended and 
Restated Letter Agreement Re:  Revised Phase I Schedule of Performance and Certain 
Waivers Under the Disposition and Development Agreement (DDA) and Ground Lease 
(referred to herein as the “First Amended Extension”), which extended the deadline for 
Commencement of Construction of Phase I to February 15, 2013.  

As background information, the following is a summary of the key terms of the existing 
extension:

 If and when construction of Phase I occurs, Developer shall pay the Authority 
an “Extension Fee” in the amount of (A) $250,000, multiplied by (B) the number of 
months after February 15, 2009 until the date that Commencement of Construction of 
Phase I occurs; provided that if Commencement of Construction of Phase I occurs by 
February 15, 2013, then the $250,000/month Extension Fee (which commenced to 
accrue on February 15, 2009) will be automatically deemed to have ceased accruing on 
February 15, 2011, thereby capping the Extension Fee at $6,000,000.

 Since February 16, 2011, Developer has been obligated to pay the Authority 
“Quarterly Payments” of $50,000, which obligation is scheduled to cease on February 
15, 2013.  

 The Authority is entitled to a payment of $1,000,000 on the date that 
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Commencement of Construction of Phase I occurs.

 Developer and Related have provided the Authority with a release and waiver 
of claims as of February 15, 2011, which expressly includes a waiver of any right 
whatsoever to get a refund of the previously paid $50,000,000.

 Developer reimbursed the Authority for legal and consulting fees incurred in 
connection with negotiating and drafting the extension agreements.

 Developer agreed to reimburse the Authority for legal fees incurred in 
connection with any future “changes to the Project Documents for Phase I.”

On January 18, 2013, the Authority received a formal written request from Developer for 
a 2-3 month extension (herein, a “Short-Term Extension”) to rethink the original plan for 
Parcel Q and allow for the development of Parcel Q in phases, subject to a master plan 
for the block that preserves basic tenets of the original implementation plan, including 
20% affordable housing onsite and compliance with the Grand Avenue Project Final 
Environmental Impact Report (Attachment A).  

The First Amended Extension allows for good faith negotiations between Developer and 
the Authority with respect to the deadline for Commencement of Construction of Phase 
I, if Developer provides Authority with reasonable evidence that there is not available 
construction financing on commercially reasonable terms for “Comparable Projects” 
(defined in the First Amended Extension as first-class, mixed-use development projects 
within the continental United States of $500,000,000 or more in value).  We reviewed 
the two third party opinions provided by the Developer with the request for the Short-
Term Extension.  (Attachment B)  It is our conclusion that although some first-class, 
mixed-use development projects of $500,000,000 or more in value are underway on the 
East Coast, obtaining financing for such projects in the Southern California sub-market 
remains infeasible in the near term.

ALTERNATIVES AND RECOMMENDATION:

The Authority has three options with respect to a response to the Short-Term Extension 
request:  deny the request; grant the request for the Short-Term Extension, retaining all 
Authority rights to grant or deny further extension requests; or grant an extension for a 
longer period of time, retaining all Authority rights to grant or deny further extension 
requests.  

We recommend granting a three (3) month extension of the deadline for 
Commencement of Construction, from February 15, 2013 through May 15, 2013 
(“Extension Period”).  To document the extension, Authority and Developer would 
execute an amendment to the existing First Amended Extension (a “Second 
Amendment”) substantially in the form of the First Amended Extension (to the extent 
applicable), to include the following terms:
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 The Second Amendment would require the Developer to execute a new 
release and waiver in the form previously executed in connection with the First 
Amended Extension, updated to apply as of the February 15, 2013.  The Developer 
would remain obligated to pay the Authority all actual out-of-pocket third party 
reasonable legal and consulting fees incurred in connection with the negotiation and 
preparation of the Second Amendment and any further amendments to the DDA, 
Ground Leases and/or ancillary documents, including review, approval, drafting and/or 
negotiation thereof.  The Developer would remain obligated to make the Quarterly 
Payments during the Extension Period.

 The extension shall be for the purpose of giving Developer and Authority the 
time to negotiate a detailed term sheet with regard to the potential development of 
Phase I of the Project, as well as addressing future rights with respect to Phase III 
(Parcel W-2) of the Project, on terms that are mutually acceptable to both Developer 
and Authority. The Second Amendment will specify that Authority has no obligation of 
any kind to enter into any modification of the existing documents governing the 
development of Phase I and Phase III of the Project. If the parties are unable to come to 
mutual agreement on a term sheet addressing all material terms regarding the 
development of the balance of the Grand Avenue Project site by the end of the 
Extension Period, then Authority will have the express right to terminate any further 
discussions with Developer and to exercise its right to terminate the DDA and Ground 
Lease based on Developer’s failure to proceed with Phase I as required by the First 
Amended Extension and the Project Documents.

 The Second Amendment will provide that if the negotiating teams for 
Developer and Authority reach agreement on a mutually acceptable term sheet 
regarding the future development of Phase I of the Project and future rights with respect 
to Phase III of the Project, then Developer  may request one last further extension of the 
First Amended Extension for the purpose of drafting and negotiating the necessary 
definitive documents to effectuate the terms of the approved term sheet which must be 
acceptable first to the County, as owner of Parcel Q and member of the Authority and, 
second, to the CRA/LA Successor Agency and member of the Authority.  The Second 
Amendment will specify that any such further extension is subject to further approval by 
the Authority and authorization by the Authority to move forward for the next steps in 
project review, including the revised project description formulation in sufficient detail to 
permit CEQA analysis, and the proposed revision of project documents and requests for 
approval as required by all of the governing entities, the Authority, County, CRA/LA and 
the City of Los Angeles, and any related reviews.

 The Second Amendment will provide that the Authority shall have no 
obligation to grant any additional extensions of the Schedule of Performance under the 
DDA and reserves all of its rights and remedies under the Project Documents.  The 
waiver and release language in the Second Amendment shall include a waiver of any 
claims by Developer that it has incurred or will incur or suffer any loss or claim based 
upon the granting of the extension for the Extension Period, and shall specify that
Developer is not entitled to rely on any further extension of the Schedule of 
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Performance for Phase I or Phase III (Parcel W-2) of the Grand Avenue Project being 
granted by the Authority (i.e., waiver of detrimental reliance claims, etc.).
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